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FARM  COSTS  STUDIES 

This  report  is  part  of  a continuing  nationwide  study  of  costs  and 
returns  on  commercial  farms  and  ranches  by  type  and  size  in 
some  of  the  important  farming  regions  of  the  United  States.  The 
study  is  conducted  under  the  general  supervision  of  Wylie  D. 
Goodsell,  Farm  Production  Economics  Division,  Economic  Re- 
search Service.  Objectives,  methodology,  procedure,  and  terms 
are  uniform  for  all  areas  covered  in  the  study. 

The  1965  costs  and  returns  studies  have  been  conducted  on  the 
following: 

Dairy  Farms,  Northeast  and  Midwest 
Corn  Belt  Farms 

Egg-Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 
Tobacco- Livestock  Farms,  Bluegrass  Area,  Kentucky 
Wheat  Farms,  Plains  and  Pacific  Northwest 
Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  pre- 
sented in  a report,  revised  annually.  The  latest  such  report  was 
published  in  1965  and  is  titled:  "Farm  Costs  and  Returns,  Com- 
mercial Farms,  by  Type,  Size,  and  Location,"  Agriculture  In- 
formation Bulletin  No.  230,  Revised  1965. 

Information  on  the  studies  can  be  obtained  from  Farm  Produc- 
tion Economics  Division,  Economic  Research  Service,  U.S. 
Department  of  Agriculture,  Washington,  D.C.  20250. 
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Figure  1 


COSTS  AND  RETURNS 
COMMERCIAL  DAIRY  FARMS 
NORTHEAST  AND  MIDWEST,  1905 


Erling  Hole,  Agricultural  Economist 
Farm  Production  Economics  Division,  ERS 


SUMMARY 

Typical  dairy  farms  in  the  Central  Northeastern  and  Midwestern  dairy 
areas  as  shown  in  figure  1 had  estimated  net  farm  incomes  in  1963,  1964, 
and  1965  as  follows: 


1963 


Central  Northeast $4,101 

Eastern  Wisconsin,  grade  A 6,005 

Eastern  Wisconsin,  grade  B 3,257 

Western  Wisconsin,  grade  B 4,831 

Southeastern  Minnesota,  dairy-hog.  . 4,545 


Net  farm  incomes  in  1965  in  the 
Central  Northeast  were  about  the 
same  as  in  1964.  They  were  some- 
what lower  in  1965  in  eastern  Wis- 
consin but  they  were  much  higher  in 
western  Wisconsin  and  southeastern 
Minnesota  where  incomes  were  low 
in  1964  because  of  drought  (fig.  2). 
Although  milk  production  on  farms  in 
the  Central  Northeast  increased  at 
about  the  same  rate  as  in  recent 
years,  it  increased  very  little  on 
Wisconsin  farms  and  declined  in 
southeastern  Minnesota  (table  1). 
These  changes  in  the  Midwest  re- 
sulted from  an  increased  rate  of 
culling  dairy  cows  and  a decline  in 
production  per  cow  the  last  4 months 
of  the  year.  Pasture  conditions  in 
the  spring  and  early  summer  of  1965 
were  poor  in  all  areas.  They  im- 


Percentage  change 


1963  to 

1964  to 

1964  1965 

1964 

1965 

$4,264  $4,271 
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6,731  6,265 
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2,939  4,635 
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3,815  5,116 

-16 

34 

proved  later  in  the 

season 

.,  but  an 

unusually  wet  September  in 

the  Mid- 

west  reduced  the  quality  of  roughage 
and  output  per  cow. 

The  quantity  of  concentrates  fed 
per  100  pounds  of  milk  produced  in 
1965  was  higher  than  in  1964  in  all 
areas  . It  ranged  from  almost  11  per- 
cent higher  in  the  Central  Northeast 
to  about  3 percent  higher  in  south- 
eastern Minnesota.  Prices  received 
in  1965  for  products  sold  on  farms 
in  the  Central  Northeast  and  on 
grade  A farms  in  eastern  Wisconsin 
increased  by  about  2 percent,  cor- 
responding to  a like  increase  in  milk 
prices  in  these  fluid  milk  areas . They 
increased  more  in  manufacturing 
milk  areas  where  milk  prices  rose 
about  3 percent.  In  the  latter  areas 
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Figure  2 


Table  1.-  Organization  and  production,  commercial  dairy  farms,  specified  locations,  1964  and  1965 
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Preliminary. 


the  effect  of  higher  hog  prices  raised 
the  increase  in  prices  received  still 
higher,  ranging  up  to  8 percent  higher 
in  southeastern  Minnesota.  Prices 
paid  for  inputs  in  1965  were  also 
slightly  higher  than  in  1964. 

Central  Northeast 

Net  farm  income  on  typical  dairy 
farms  in  the  Central  Northeast  aver- 
aged $4,271  per  farm  in  1965,  about 
the  same  as  in  1964,  as  a 7-percent 
increase  in  gross  farm  income  was 
offset  by  a 10-percent  increase  in 
operating  expenses  (table  2). 

Production  of  milk  per  cow  con- 
tinued to  increase  at  nearly  the  same 
rate  in  1965--about  3 percent- -as  in 
recent  years,  but  the  rate  of  increase 
in  number  of  cows  milked  dimin- 
ished. As  a result*  production  of  milk 
per  farm  increased  at  a somewhat 
smaller  rate  than  in  1964.  Crop 
production  in  1965  continued  at  the 
level  of  the  last  4 years,  which  was 
considerably  lower  than  in  1961. 
Pasture  conditions  were  poorer  in 
1965  than  in  1964  in  the  spring  and 
early  summer  but  they  improved  in 
August.  They  were  much  better  in 
the  fall  of  1965  than  at  the  same 
time  during  1964. 

The  higher  operating  expenses  in 
1965  than  in  1964  largely  reflected 
greater  quantities  of  concentrates 
purchased  at  somewhat  higher 
prices.  Operating  expenses  per  unit 
of  production  increased  nearly  6 
percent  from  1964  and  were  14  per- 
cent higher  than  in  1957-59. 

The  value  of  farm  capital  on  Cen- 
tral Northeast  dairy  farms  has 
continued  to  increase  and  reached  a 
record  high  of  $47,900  per  farm  on 
January  1,  1965.  The  increase  re- 
sulted chiefly  from  higher  land 
values  per  acre  and  higher  invest- 
ment in  machinery. 


Eastern  Wisconsin,  Grade  A 

Net  farm  income  in  1965  on  grade 
A dairy  farms  in  eastern  Wisconsin 
averaged  $6,265  per  farm,  7 percent 
lower  than  in  1964,  as  the  slight 
increase  in  gross  farm  income  was 
accompanied  by  about  5 percent 
higher  operating  expenses.  Cash 
receipts  in  1965  were  more  than  4 
percent  higher  than  in  1964.  Milk 
sales  increased  about  3 percent, 
milk  prices  rose  7 cents  per  hun- 
dredweight, and  livestock  s ales  were 
up  24  percent.  These  increases  were 
virtually  offset  by  a decline  in  net 
farm  production  and  an  increase  in 
cash  expenditures. 

Net  farm  production  declined  4 
percent  in  1965.  Production  of 
roughage  was  smaller  than  in  1964. 
The  small  increase  in  annual  milk 
production  was  due  to  somewhat 
higher  output  per  cow,  as  the  num- 
ber of  cows  milked  was  the  same. 

Total  cash  expenditures  increased 
over  5 percent  with  purchased  feed 
increasing  the  most-- 14  percent-- 
and  machinery  4 percent.  Prices 
paid  for  production  items  increased 
about  3 percent.  The  increase  was 
very  similar  to  the  change  inprices 
received  (table  3). 

The  value  of  farm  capital  on  these 
dairy  farms  reached  a record  high 
of  $75,470  on  January  1,  1965,  rising 
$3,460  from  a year  earlier.  The 
chief  increases  were  in  value  of  land 
and  machinery. 

Eastern  Wisconsin,  Grade  B 

Net  farm  income  on  grade  B dairy 
farms  in  eastern  Wisconsin  averaged 
$3,218  per  farm  in  1965,  8 percent 
less  than  in  1964.  Gross  farm  in- 
come was  practically  the  same  in 
both  years  but  operating  expenses 


4 


Table  2.-  Receipts  and  expenditures,  commercial  dairy  farms,  specified  locations,  1964  and  1965 
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Table  3=-  Income  and  related  data,  commercial  dairy  farms,  specified  locations,  1964  and  1965 
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Note:  Information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  types  of  farms.  Net  farm  income  is 

the  return  to  operator  and  unpaid  members  of  the  family  for  their  labor  and  management  on  the  farm  and  return  to  total  capital.  No  allowance 
has  been  made  for  payment  of  rent,  interest,  or  mortgage. 


were  nearly  5 percent  higher  in  1 965. 
Cash  receipts  were  about  7 percent 
higher  with  milk  sales  about  4 per- 
cent higher.  An  11-cent  increase  in 
milk  prices  and  a 16-percent  in- 
crease in  livestock  sales  were  offset 
by  lower  farm  production  and  higher 
cash  expenditures. 

Farm  production  declined  in  1965 
mostly  because  of  poor  crop- 
ping conditions  and  reduced  yields. 
Smaller  quantities  of  quality 
roughage  were  produced. 

Cash  expenditures  were  about  6 
percent  higher  in  1965,  with  expendi- 
tures for  purchased  feed  increasing 
by  9 percent  and  for  machinery  by 
8 percent.  The  index  of  prices  re- 
ceived increased  by  6 percent  as 
compared  with  an  increase  of  only  2 
percent  for  prices  paid. 

The  value  of  farm  capital  in- 
creased to  a record  high  of  $50,800 
per  farm  on  January  1,  1965.  This 
was  largely  the  result  of  higher 
land  values. 


Western  Wisconsin,  Grade  B 

Net  farm  income  on  grade  B 
dairy  farms  in  western  Wisconsin 
averaged  $4,635  per  farm  in  1965, 
58  percent  more  than  in  1964.  A 24- 
percent  increase  in  gross  farm  in- 
come was  accompanied  by  a 7-per- 
cent rise  in  operating  expenses. 
Cash  receipts  were  about  9 percent 
higher  with  milk  sales  increasing  6 
percent.  The  latter  resulted  from 
an  increase  of  1 1 cents  per  hundred- 
weight for  a larger  volume  of  milk 
sold  per  farm  and  most  of  the 
remaining  increase  in  cash  receipts 
came  from  greater  livestock  sales. 

Farm  production  in  1965  was  sub- 
stantially higher  than  in  1964,  a year 
when  drought  reduced  production. 


Cash  expenditures  increased  9 
percent  with  feed  going  up  32  percent 
and  machinery  7 percent.  Prices  of 
production  items  were  about  2 per- 
cent higher  in  1965  than  in  1964, 
which  compares  with  an  increase  of 
7 percent  in  prices  received,  due 
mostly  to  higher  cattle  and  hog 
prices . 

The  value  of  farm  capital  on 
January  1,  1965,  was  slightly  higher 
than  at  the  beginning  of  1964,  as  a 
reduction  in  value  of  crops  on  hand 
offset  increases  in  values  of  land  and 
machinery. 

Southeast  Minnesota,  .Dairy-Hog 

Net  farm  income  on  dairy-hog 
farms  in  southeastern  Minnesota 
averaged  $ 5 , 1 1 6 per  farm  in  1965, 
the  highest  of  record  and  34  per- 
cent higher  than  in  1964.  How- 
ever, net  returns  in  1964  were  only 
84  percent  of  returns  in  the  pre- 
vious year.  A 14-percent  increase  in 
gross  farm  income  in  1965  was  ac- 
companied by  a 4-percent  increase 
in  operating  expenses.  Cash  re- 
ceipts were  12  percent  higher  with 
slightly  higher  milk  sales  and  a 
19-percent  increase  in  livestock 
sales.  An  increase  of  10-cents  per 
hundredweight  in  milk  prices  was 
somewhat  offset  by  a decline  in 
quantity  of  milk  sold.  These  in- 
creases in  receipts  from  milk  and 
livestock  sales  were  augmented  by 
a doubling  of  crop  sales  due  to  a 
good  crop  year.  Crop  yields  were 
14  percent  higher  in  1965  and  net 
farm  production  was  6 percent 
higher  than  in  1964.  Milk  production 
per  cow  declined  because  of  low 
quality  roughage  from  the  1965  crop, 
and  the  milking  herd  was  very  little 
larger  than  in  1964. 

Cash  expenditures  increased  6 
percent  in  1965  with  outlays  for 
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purchased  feed  declining  slightly  and 
those  for  machinery  increasing 
9 percent.  Prices  of  production 
items  were  slightly  higher  but  prices 
received  were  8 percent  higher.  Hog 
prices  increased  42  percent. 


Value  of  farm  capital  increased  6 
percent  from  January  1,  1964,  to  the 
same  date  in  1965.  The  chief  in- 
crease was  in  the  value  of  land. 
Value  of  livestock  was  the  only  cate- 
gory showing  a decline. 


AREAS  IN  AGGREGATE  1 


In  the  aggregate,  dairy  farms  in 
these  two  major  milk-producing 
regions  continued  to  increase  in 
size.  In  1965,  average  land  in  farms 
was  206  acres;  cropland  harvested, 
98  acres.  The  acreage  harvested 
for  small  grains  declined  but  that  for 
corn  increased,  but  a smaller  pro- 
portion of  total  corn  was  harvested 
for  silage  in  1965  than  in  1964 
(table  4). 

In  1965,  net  farm  income  averaged 
$4,455  per  farm,  10  percent  above 
1964.  Gross  farm  income  increased 
by  about  8 percent.  Prices  received 
for  products  sold  were  4 percent 
higher  in  1965  than  in  1964  with 
greater  increases  in  prices  of  live- 
stock, especially  hogs,  than  in  the 
price  of  milk. 


practically  no  increase,  were  in 
sharp  contrast  to  the  trend  in  recent 
years.  Crop  production  improved  in 
1965  as  the  drought  in  westernWis- 
consin  and  southeastern  Minnesota 
was  relieved. 

Total  cash  expenditures  continued 
to  rise  in  1965  because  of  larger 
quantities  of  inputs  bought  and 
moderate  increases  in  prices  paid. 
A larger  than  usual  increase  in 
quantities  of  concentrates  fed  per 
hundredweight  of  milk  produced  and 
some  increase  in  the  price  of  feed 
combined  to  raise  expenses  for  feed. 
This  is  the  most  important  item  of 
expenditures  in  the  Central  North- 
east, but  in  other  areas  it  is  exceeded 
by  outlays  for  farm  machinery. 


Farm  production  showed  only  a 
moderate  increase  in  1965.  Both  the 
annual  milk  production  per  cow, 
increasing  only  a little,  and  the 
number  of  cows  milked,  showing 


Total  capital  per  farm  increased 
to  $51,710  on  January  1,  1965.  The 
increase  was  caused  chieflyby  rising 
land  values  and  higher  value  of 
machinery. 


1 To  describe  the  organizational  and  financial  changes  from  year  to  year  on  these  dairy 
farms  as  a group,  a system  of  weights  was  constructed,  using  1959  U.S.  Census  of  Agriculture 
data.  The  weights  were  based  on  the  number  of  commercial  dairy  farms  in  each  of  the  areas 
represented  by  each  of  the  five  typical  dairy  farms.  These  typical  commercial  dairy  farms 
fall  into  census  economic  classes  I-IV,  which  define  a minimum  total  value  of  farm  product 
sales  of  $5,000  per  farm.  The  upper  limit  on  the  value  of  sales  per  farm  is  not  specified. 
Economic  classes  I-IV  include  about  76  percent  of  all  commercial  dairy  farms  in  each  of  the 
five  areas  represented.  The  number  of  dairy  farms  has  decreased  since  1959,  but  it  is  as- 
sumed that  the  decrease  has  been  proportional,  exerting  little  effect  on  the  weights  assigned. 
The  weights  are:  Central  Northeast,  39.3;  eastern  Wisconsin  grade  B,  18.6;  southeastern 
Minnesota  dairy-hog,  16.8;  western  Wisconsin  grade  B,  16.3;  and  eastern  Wisconsin  grade  A, 
9.0. 
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Table  4.-  Organization,  production,  income,  and  related  data,  commercial  dairy  farms  for  specified 

locations  in  the  aggregate,  1964  and  1965 
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